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independent Auditors’ Report

Board of Education
Centreville Public Schools
Centreville, Michigan

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Cenirevilie Public Schools, as of and for the year ended
June 30, 2008, which collectively comprise the School District's basic financial statements as listed in the table
of contents. These financial statements are the responsibility of Centreville Public School's management. Qur
respansibifity is o express opinions on these financial statemenis based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financiat audits contained in Government Auditing Standards, issued
by the Comptroller General of the United Siates. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on z test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accouniing principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our cpinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund information
of Centrevilie Public Schools as of June 30, 2008, and the respective changes in financial position, thereof for
the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued a report dated October 29, 2008 on
our consideration of the School District's internal conirol aver financial reporting and on our tests of compliance
with certain provisions of faws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the resuits of that testing and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in conjunction with this report in considering the results of our audit.

The management's discussion and analysis and budgetary comparison information, as lisied in the table of
contents, are not a required part of the basic financial statements but are supplemental infermation required by
the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management, regarding the methods of measurement and presentation of the
required supplemental information. However, we did not audit the information and express no opinion on it
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Board of Education
Centrevilie Pubiic Schools

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Centreville Public School's basic financial statements. The accompanying other supplemental
information, as identified in the table of contents, is presented for the purpose of additional analysis and is not a
required part of the basic financiai statements. The other supplemental information has been subjected to the
auditing procedures applied in the audit of the basic financial statements, and, in our opinion, is fairly stated in
all material respects, in relation fo the basic financial statements taken as a whale.

[ adie « Quinaed(- L

Willis & Jurasek, P.C.

October 29, 2008



Centireville Public Schools

Administration’s Discussion and Analysis
For Fiscal Year Ended June 38, 2608

Centreville Public Schools, a K-12 school District located in St. Joseph County. Michigan, is in
the fourth year of implementation of the provisions of Governmental Accounting Standards
Board Statement 34 (GASB 34) with the enclosed financial statements. The Administration’s
Discussion and Analysis, a requirement of GASB 34, is intended to be the Centreville Public
Schools Administration’s discussion and analvsis of the financial results for the fiscal year ended
June 30, 2008.

Generally accepted accounting principles require the reporting of two types of financial
statements: District-Wide Financial Statements and Fund Financial Statements.

Fund Financial Statements:

The fund level statements are reported on a modified accrual basis. Only those assets that are
“measurable” and “currently available™ are reported. Liabilities are recognized to the extent they
are normally expected to be paid with current financial resources.

The fund statements are formatted to comply with the legal requirements of the Michigan
Department of Education’s “Accounting Manual.” In the State of Michigan, the District’s major
instructional and instructional support activities are reported in the General Fund. Additional
activities are reported in their relevant funds including: Debt Funds, Capital Projects and the
School Service Funds which are comprised of: Food Service and Athletics.

In the fund financial statements, purchased capital assets are reported as expenditures in the year
of acquisition. No asset is reported. The issuance of debt is recorded as a financial resource.
The current vear’s payment of principal and interest on long-term obligations are recorded as
expenditures. Future years’ debt obligations are not recorded.

District-wide Financial Statements:

The District-Wide financial statements are full accrual basis statements. They report all of the
District’s assets and liabilities, both short and long term, regardless if they are “currently
available” or not. For example, assets that are restricted for use in the Debt Funds solely for the
payment of long-term principal or interest arc grouped with unrestricted assets of the General
Fund. Capital assets and long-term obligations of the District are reported in the Statement of
Net Assets of the District-Wide financial statements.

- i -



Centreville Public Schools

Administratien’s Discussion and Analysis
For Fiscal Year Ended June 36, 2008

Summary of Net Assets:

The School District’s net assets totaled $3,776,853 at June 30, 2008, a decrease of $107,765
(2.78%) over the balance at the end of the prior year. Unrestricted net assets decreased from
$1.275,589 to $1,230,233 or $45,356. Restricted net assets increased slightly from $157,766 to
$210,072 or $52,306. Restricted net assets represent legal constraints from debt covenants and
legislation that limit the School District’s ability to use those net assets for day-to-day
operations. The following is a summary of the School District’s net assets at June 30, 2008 and

2007:

Assets

Current assets

Capital assets, net book value

Unameortized bond issue cost
Total assets

Liahilities

Cutrent liabilities

Long-term liabilities
Total liabilities

Net Assets

invested in capital assets, net of related debt
Restricied for debt retirement
Unrestricted

Total net assets

Analysis of Financial Pesition:

During fiscal vear ended June 30, 2008, the District’s net assets decreased by $107,765. The
results of operations presented below reports the change in net assets from the activities of the
District as a whole. A few of the significant factors affecting the change in net assets during the

year are discussed below:

—iv-

June 30, 2008

June 30, 2007

§3,137.216

$ 3,213.367

9,235,645 9,616,856
89,625 95,227
$12,462,486 $12,925,450
$ 1,747,826 $ 1,773,594
6,937,807 7,267,239
8,685,633 9,040,833
2,336,548 2,451,262
210,072 157,766
1,230,233 1,275,589

$ 3,776,853 $ 3,884,617




Centreville Public Schools

Administratior’s Discussion and Anailysis
For Fiscal Year Ended June 30, 2008

A. Governmental Fund Operations

In the School District’s governmental funds, revenues exceeded expenditures by $51,872 for the
fiscal year ended June 30, 2008. See the section entitled Governmental Funds Financial
Highlights below for further discussion of governmental fund operations.

B. Depreciation Expense

The provisions of GASB 34 require the School District to maintain a record of annual
depreciation expense and accumulated depreciation. The net increase in accumulated
depreciation is a reduction in net asseis. Depreciation expense is recorded using a straight-line
method over the estimated useful lives of the assets. In accordance with generally accepted
accounting principles, depreciation expense is recorded based on the original cost of the asset
less an estimated salvage value. For fiscal year ended June 30, 2008, depreciation expense was
$428,161.

C. Capital Acquisitions

Actual capital outlay acquisitions for fiscal year ended June 38, 2008 were $69,450. Combined
with the increase in accumulated depreciation and retirement of assets, net assets (1.¢., net book
value) invested in capital assets decreased by $381,211 during the year.

D. Debt Repayments

Repayment of debt decreased the School District’s long-term principal obligations and, thereby
increased the net assets of the School District. The School District repaid $325,000 of long-term
debt during the year ended June 30, 2008.

Results of Operations

The resulis of this year’s operations for the School District as a whole are reported in the
Statement of Activities. As the table below indicates, net assets decreased slightly for the year
ending June 30, 2008. Interest on long- term debt decreased as the District continues paying
down its outstanding debt.



Centreville Publie Schoels

Revenues:

General Revenue:

Property Taxes levied - General Operations

State of Michigan Aid, Unrestricted

Michigan's Foundation Grant Allowance

Property Taxes levied for Debt Service
Interest and Investment Eamings
Other general revenue

Total General Revenue

Charges for Services:

Instruction and instructional staff support

Food Service
Athletics
Community Services
Total charges for services

Operating Grants:
Federal
State of Michigan
Other operating grants
Total operating grants
Total Revenues

Expenses:
Instruction and instructional support
Support Services
Food Services
Athletics
Community Services
Other
Interest on long-term debt
Depreciation {Unallocated)
Total Expenses

Increase (Decrease) in Net Assets
Beginning Net Assets
Ending Net Assets

Administration’s Discussion and Analvsis
For Fiseal Year Ended June 30, 2008

-V -

2008 2087

Amount % of Total Amount % of Total
$ 681,172 7.39% $ 665,432 7.22%
6,300,773 68.32% 6.321.321 68.59%
6,981,945 75.71% 6,986,753 75.81%
596,54 6.47% 588,658 6.30%
43,426 0.47% 52,840 0.57%
19,573 0.21% 45,363 0.49%
7,641, 485 82.86% 7,665,614 83.17%
460,469 4.99% 467,018 5.07%
195,802 2.12% 196,557 2.13%
117,767 1.28% 133,768 1.45%
34,233 0.37% 19,011 0.21%
808.301 8.76% 816,354 8.86%
352,221 3.82% 384,262 4.17%
420,627 4.56% 350,386 3.80%
- 0.00% - 0.00%
772.848 8.38% 734,648 7.97%
§.222.634 100.60% 9,216,616 100.00%
5,045,858 54.08% 4,877,898 52.85%
2,736,405 29.23% 2,736,125 29.64%
427.891 4.59% 369,258 4.33%
309,571 3.32% 318,111 3.45%
50,299 0.54% 36,310 0.39%
5,602 0.06% 5,602 (.06%
326,612 3.50% 343,241 3.72%
428,161 4.59% 513,762 5.57%
6,330,399 100.00% 9,230,307 160.00%

( 167,765) (13,651)

3,884,618 3,898,308

$3,776,853 $3,884.617



Centreville Public Schools

Administration’s Biscussion and Analysis
For Fiscal Year Ended June 30, 2608

Governmental Fund Revenaes

Revenues for all governmental funds totaled $9.25 milhon for 2067/2008.

State of Michigan Unrestricted Aid (Net State Foundation Grant)

The School District is predominantly funded by State Aid which has increased on a per-pupil
basis although at a rate that is less than the rate of inflation. Unrestricted State Aid is determined
by the following three variables: (A) State of Michigan student foundation allowance; (B)
student enroliment for the year, blended at 75 percent of the current year’s fall student count and
25 percent of the previous year’s winter student count; and (C) the School District’s non-
homestead property tax levy.

A. Per Student, Foundation Aliowance:

Annually, the State of Michigan sets the per student foundation allowance. The Centreville
Public School’s foundation allowance was $7,208 per student for the 2007-2008 school year,
compared to $7,085 for the 2006-2007 school year.

B. Student Enrollment:

The District’s student enrollment for 2007-2008 was 989 students. The District’s enroliment has
generally increased during the past five years. The following summarizes fall student
enrollments in the past five years (FYE — Full Time Equivalent):

Student FTE Change from

Fiscal Year FTE Prior Year
2007-2008 989 (11)
2006-2007 1,000 40
2005-2006 S60 (26)
2004-2005 e86 6
2003-2004 S80 (2}

Subsequent to year-end June 30, 2008, preliminary student enrollments for 2008-2009 indicate
that enrollments will increase slightly from 2067-2008.

- vil -



Centreville Public Schoeols

Administration’s Piscussion and Analvsis
For Fiscal Year Ended June 30, 2008

C. Property Taxes levied for General Operations (General Fund Property Taxes)

The District levied 18.000 mills of property taxes on all non-homestead property located within
the School District for operations. Under Michigan law, the taxable levy is based on the taxable
valuation of properties. Annually, the taxable valuation increase in property values is capped at
the rate of the prior vear’s CPI increase, or 5%, whichever is less. At the time of sale, a
property’s taxable valuation is readjusted to the State Equalized Value, which is. theoretically,
50% of the market value. This levy is subject to millage reduction fractions. To earn the full
amount of per pupil funding in the State of Michigan, a District is expected to levy the fuil 18
mills.

The District’s property tax levy for the 2007-08 fiscal year was $668,843. This is an increase of
.99% over the prior year.

Governmental Funds Financial Highlights

The General Fund is reported separately as a major fund in the fund financial statements. Funds
reported as “Nonmajor Governmental Funds™ in the fund financial statements inciude the
Athletics and Food Service Special Revenue Funds and Debt Retirement Funds. The annual
fund financial statements provide the following insights aboutl the results of this vear’s
operations:

A. General Fund

As a percentage of total expenditures, the General Fund experienced a decrease in fund equity of
$(59,494) or 4.85% during the year ended June 30, 2008. The beginning fund balance was
$1,225,599 as of July 1, 2007 and the ending fund balance was $1,166,105 at June 30, 2008,
which equates to 14.66% of total expenditures for the year.

B. Other Nonmajor Governmental Funds

Other governmental funds experienced a modest increase in fund equity of $7,622 during the
vear. The beginning fund balance on July 1, 2007 was $265,330 and at June 30, 2008 the fund
balance was $272,952. The financial condition of the Food Service Program improved during the
2007-08 school vear adding $6,929 to fund balance for a total fund balance at year end of
$54,311. The School District’s Athletic had a slight decrease in fund equity of $(458) resulting
in a fund balance $8,569 at June 30, 2008.

- Viil -



Centreville Public Schools

Administration’s Discussion and Analvsis
For Fiscal Year Ended June 30, 2008

General Fund Budgetary Highlights

The School District’s budgets are prepared according to Michigan law and are initially adopted
prior to July 1 of each year based on facts and assumptions known at the time of the initial
budget preparation. It is expected that there will be changes between the initial budget and
subsequent budgets, as many factors are not known at the time of adoption of the initial budget.
Some of these factors include enrollment changes and resultant staffing adjustments, staffing
changes that take place during the year, State School Ald adjustments, grant allocations, and
other unforeseecable events. As a matter of practice, the School District amends its budget
periodically during the fiscal year to adjust for these changes. The June 2008 budget amendment
was the final budget for the fiscal vear.

A comparison of the original and final budget amounts for the current fiscal vear arc presented
below:

Change from Original to Final Budget:

Total Revenues Original Budget $8.059,682 100.00%
Total Revenues Final Budget 8.095.328 100.44%
Increase in Budgeted Revenue $__35.646 0.44%

Budgeted revenue increased $35,646 to account for adjustments to estimates for property taxes,
State Aid and various items. The District’s final actual General Fund revenues differed from
final budget by $(6,480), a variance of {0.08)%.

General Fund Expenditures:

The District’s budget for expenditures changed as follows during the year:

Total Expenditures Original Budget $7,843,607 100.00%
Total Expenditures Final Budget 8,047,270 102.59%
Increase in Budgeted Expenditures $ 203,663 2.59%

Budgeted expenditures increased $203,663 to account for changes in estimates for salaries and
benefits, costs of supplies and purchased services, and other expenses in the operating plan of the
School District. The District’s final actual general fund expenditures differed from the final
budget by $90,244, a variance of 1.12%.

-1X -



Centreville Public Schoels

Administration’s Discussion and Analvsis
For Fiscal Year Ended June 30, 2008

Property Taxes levied for Debt Service:

The District’s debt fund levy, which is used to pay the principal and interest on bond obligations,
is based on the taxable valuation of all properties: homesiead and non-homestead.

For 2007-2008, the District’s debt millage levy was 4.3 mills, which generated revenue of
$603,669.

Capital Assets and Debt Administration

A. Capital Assets

At June 30, 2008, the School District had $9,235,645 invested in land and buildings, furniture
and equipment, buses and other vehicles. The net decrease of $381,211, 3.96%, is from
additions, disposals, and depreciation expense.

2008 2007
Land improvements $ 243,719 § 268,925
Building and additions 8.194,531 8,439,190
Furniture and equipment 647,647 797.,9G3
Buses and other vehicles 149.748 110.838
Total capital assets $9.235.645 $9.616.856

Additions 1o capital assets for a school bus and other equipment were $69.450 for the year
ending June 30, 2008. Depreciation expense accounts for the main decrease 1n net capital assets.
More detailed information aboui capital assets is presented in the Notes to the Financial
Statements.

B. Long-Term Debt

At June 30, 2008, the School District had $6,990,809 in outstanding bonds compared to
$7,315,809 at June 30, 2007 for a decrease of 4.4%. Those bonds consisted of the following:

2008 2007
1999 Refunding bonds $ 275,600 $ 535,000
2005 Refunding bonds 6,645,060 6,670,000
Energy Conservation bonds 0 40,000
Durant Non-Plaintiff bonds 70.809 70.809
Total $6.990.809 $7.315.809



Centreville Public Schools

Administration’s Discussion and Analysis
For Fiscal Year Ended June 39, 2008

For more detajled information regarding debt adminisiration, please review the Notes to
Financial Statements located in the financial section of this report.

Economic Factors and Next Year’s Budgets and Rates

Qur elected officials and administration consider many factors when setting the School District’s
2009 fiscal year budget. One of the most important factors affecting the budget 1s our student
count. The 2008 budget was adopted in June 2008, based on no increase from our September
2007 student count. Approximately 75 percent of total General Fund revenue is from the
foundation allowance. Under State law, the School District cannot assess additional property tax
revenue for general operations. As a result, School District funding is heavily dependent on the
State’s ability to fund local school operations. Based on early enrollment data at the start of the
2009 school year, we anticipate that the fall student count will be within the estimates used in
creating the 2009 budget. Once the final student count and related per pupil funding is validated,
State law requires the School District to amend the budget if actual district resources are not
sufficient to fund original appropriations.

Since the School District’s revenue is heavily dependent on state funding and the health of the
Staie’s School Aid Fund, the actual revenue received depends on the State’s ability to coliect
revenues to fund its appropriation to school districts. The State periodically holds a revenue-
estimating conference to estimate revenues. The impact this will have on school districts 1s not
known at this time.

Contacting the District’s Financial Management

This financial report is designed 1o provide our citizens and taxpayers with a general overview of
the District’s finances. If you have questions about this report or need additional information,
contact the Business Office, Centreville Public Schools (269) 467-5221 .

-xi-



Centreville Public Scheols
Statement of Net Assets
June 30, 2008

Assets:
Cash and investments
Receivables:
Accounts receivable
Due from cther governmentai units
tnventories
Prepaid expenses
Unamortized refunding bond issuance cosis
Capital assets iess accumulated depreciation of $5,809,643
Total assets

Liabilities:

Accounts payabie

State aid anticipation loan

Accrued payroll

Accrued interest

Other liabilities

Long-term liabilities.
Bonds payable, due within one year
Bonds payable, due in more than one year
Other obligations, due in more than one year

Total liahilities

Net Assets:
Investment in capital assets - net of related debt
Restricted for debt service
Unrestricted
Total net assets

See Notes to Financial Statements.

Governmental
Activities

3 1,581,088

38,754
1,358,634
7,924
150,816
89,625
9,235,645
12,462,486

31,225
850,000
385,455

48,667
331,479

281,164
6,558,266
86,377
8,685.633

2,336,548
210,072
1,230,233

3 3,776,853




Functions/Programs

Primary Government
Governmental activities:

Instruction
Support services
Food service activities
Athletic activities
Community services
Other
Interest on long-term debt
Cepreciation {unallocated)

Total governmental activities

See Notes to Financial Statements.

Centreviiie Public Schools
Statement of Activities
Year Ended June 30, 2008

Governmental
Program Revenues Activities
Net {Expenses)
Operating  Revenues and
Charges for Grants/ Change in
Expanses Services Contribufions _ Net Assets
$ 5045858 3 480,489 $ 489,943 5  (4,085,446)
2,736,405 - 34,502 (2.701,903)
427 891 195,802 238,403 6,314
309,571 117,797 - {191,774
50,299 34,233 - (16,0686)
5,602 - - (5,602)
326,612 - - (326,612)
428 161 - - {428 161)
% 8330399 % B038.301 § 772 848 {7,749.250)
General revenues:
Taxes:
Property taxes, levied for gensral purposes 581,172
Property taxes, levied for debt services 595,541
State aid not restricted to specific purposes 6,300,773
Interest and investment eamings 43,426
Cther 19,573
Total general revenues 7,641,485
Change in Net Assels (107,765)
Met Assets - Beginning of Year 2,884,618
Net Assets - End of Year % 3,776 853



Centrevitle Public Schools

Governmental Funds

Asseis

Cash
Receivables:
Acceounts receivabie
Due from other governmental vnits
Due from other funds
Inventories
Prepaid expenditures
Total assets

Liabilities and Fund Balances

Liabiiities:
Accounts payable
State aid anficipation loan
Due io other funds
Salaries payable
Accrued expenditures
Deferred revenue

Total Habilities

Fund Balances:
Reserved for debt service
Reserved for prepaid expenditures
Reserved for inventory
Unreserved undesignated
Total fund balances

Total liabilities and fund balances

See Notes fo Financial Statements.

Balance Sheet

June 30, 2008

Other
Nonmajor
Governmental
General Funds Toftal
3 1,386.067 3 185,021 % 1,581,088
30,014 8740 38,754
1,358,634 - 1,358,634
- 114,628 114 628
- 7,924 7,524
160.816 - 150.816
g 2825531 % 326,313 3 3251844
3 31224 % 1% 31,225
950,000 - 850,000
114,628 - 114,628
385,455 - 385,455
278,119 - 278,119
- 53.360 53,360
1,759,426 53,381 1812787
- 210,072 210,072
150,816 - 150,816
- 7,924 7.924
1.015.289 54 956 1,070.245
1,166,105 272.952 1.439.057
$ 2925531 % 326313 3 3,251,844




Centreville Public Schools
Reconciliation of Fund Balances on the Balance Sheet of Governmental Funds to Nat Assets
of Governmental Activities on the Statement of Net Assets
Governmenial Funds
June 30, 2008

Total Fund Balances - Governmental Funds g 1,439,057

Amounts reported for governmental activities in the Statement
of Net Assets are different because:

Bond issuance costs not due and payable in the current pericd are not
reporied in the funds.

Deferred charges for bond issuance costs $ 112,033
Accumulated amortization is {22,408
89,625
Capital assets used in governmental activities are not financial
resources and are not reported in the funds.
The cost of the capital assets is 15,145,488
Accumulated depreciation ts {5.809,843)
8,235,645
Long-term kabilities not due and payable in the current period
are not reported in the funds: )
Bonds payable {6,980,809)
Bond premium (101,551)
Deferred amount of bond refunding 242,930
Compensated absences {88,377)
Accrued interest payable is not included as a liability in
governmental activities. (49,667)
Total Net Assets - Covernmental Activities $ 3775853

See Notes to Financial Statements.



Centreville Public Schools
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2008

Other
Nonmajor
Governmental
General Funds Total
Revenues:
Local sources $ 799,019 & 887,212 $ 1.688,23
State sources 6,694 401 26,999 6,721,400
Federal sources 140,817 211,404 352,221
Interdistrict and other 454 611 30.671 485,282
Total revenues 8,088,848 1,156,286 9,245,134
Expenditures:
Instruction 5,058,126 - 5,059,126
Support services 2,805 855 - 2,805,855
Athietic activities - 308,571 309,571
Food service activities - 427 891 427,891
Community services 50,299 - 50,29¢
Debti service:
Principal and interest payments 40,000 285,000 325,000
interest and fiscal charges 1,746 317.518 319,264
Total expenditures 7,857,026 1.338.980 8,297.006
Revenues Over (Under) Expendifures 131.822 (183.694) (51.872)
Other Financing Sources {Uses):
Operating transfers in - 181,316 191,316
Operating transfers out (191,316} - (191.318)
Total other financing sources (uses) (191,316} 191,316 -
Net Changes in Fund Balances {59,494) 7822 {51,872)
Fund Balances - Beginning of Year 1.225.599 265,330 1,480.928
Fund Balances - End of Year $ 1.166.105 § 272952 &  1.438.057

See Notes to Financial Statements.



Centrevitie Public Schools
Recengiliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
of Governmental Funds to the Statement of Activities
Governmental Funds
Year Ended June 30, 2008

Net Change in Fund Balances - Total Governmental Funds b {51,872}

Amounts reported for governmental activities in the Statement
of Activities are different because:
Governmental funds report capital outlays as expenditures; in the

Statement of Aclivities, these costs are allocated over their estimated

useful lives as depreciation.
Depreciation expense % (428,161)
Capital ouilay net of disposals 45,950

(381,211)

Accrued interest is recorded in the Statement of Activities when incurred;
it is not reported in governmental funds until paid. 1,488

Bond proceeds are reported as financing sources in governmental funds
and thus contribute to the change in fund balance. In the Statement of Net
Asseis, however, issuing debt increases long-term liabiiities and does not
affect the Statemnent of Activities. Similarly, repayment of principal is an
expenditure in the governmental funds but reduces the hability in the
Statement of Net Assets.

Repayments:
Bond holders 325,000
Amortization of bond premium 6,347
Amoitization of bond issuance costs {5,602}
Amortization of deferred amount on bond refunding (15,183)
310,562
Cecreases in compensated absences are reported as expenditures when
financial resources are used in the governmental funds. 13,268

Change in Net Assets of Governmental Activities $ (107.785)

See Notes to Financial Statements.



Centreville Public Schocls
Statement of Fiduciary Net Assets
Fiduciary Fund
June 30, 2008

Agency Fund -

Student
Activities
Assets:
Cash and cash equivalents $ 112 239
Liabilities:
Due to student groups $ 112.239

See Notes to Financial Statements.



Centreville Public Schools
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Poticies

The basic financial statements of Centreville Public Schools conform to accounting principles generally
accepted in the United States of America (GAAP) as applicable to governmenta! upits. The Governmentat
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
acceounting and financial reporting principies. The following is a summary of the significant accounting
policies used by the School District.

Reporting Entity

The School District is governed by an elected seven-member Board of Education. The accompanying
financial statements have been prepared in accordance with criteria established by the Governmental
Accounting Standards Board for determining the various governmental organizations io be included in the
reporting entity. These criteria include significant operational financial relationships that determine which of
the governmental organizations are a part of the School District’s reporting entity, and which organizations
are iegally separate, component units of the School District. Based on the application of the criteria, the
District does not contain any component units.

District-Wide and Fund Financizl Statements

The district-wide financial statements (i.e., the Statement of Net Assets and the Statement of Activities)
report information on all of the non-fiduciary activities of the primary government. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which
normally are supported by taxes and intergovernmental revenues, are reported separately from business-
type activities, which rely to a significant extent on fees and charges for support.  All of the Schoo! District's
government-wide aclivities are considered governmental activities.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are ciearly identifiable with a
specific function. Program revenue includes (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given funclion, and {2) grants and
contributions that are resiricted to meeting the operaticnal or capital requirements of a particular function.
Taxes, intergovernmental payments, and cother items not properly included among program revenues are
reported instead as general revenue.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the
latter are exciuded from the districi-wide financial statements. Major individual governmental funds are
reporied as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

District-Wide Statements - The district-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash fiows. Property
taxes are recognized as revenue in the year for which they are levied. Grants, categorical aid, and similar
items are recognized as revenue as soon as all eligikility requirements imposed by the provider have been
met.



Centreviile Public Schoois
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)
Neasurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

District-Wide Statements {Continued) — As a general rule, the effect of interfund activity has been
eliminated from the district-wide financial statements.

Amounts reported as program revenue include (1) charges to cusiomers or applicants for goods, services, or
privileges provided, (2) operating grants and contributions; and (3} capital grants and contributions. Internally
dedicated resources are reporfed as general revenue rather than as program revenue. Likewise, general
revenue includes all taxes and unresiricied State aid.

Fund-Based Statements — Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue is recognized as
socn as it is both measurable and available. Revenue is considered to be available if it is collected within the
current period or soon enocugh thereafier to pay liabilities of the current peried. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences, severance
pay, claims, and judgments, are recorded only when payment is due.

Property taxes, unrestricted State aid, intergovernmental granis, and interest associated with the current
fiscal period are all considered o be susceptibie to accrual and so have been recognized as revenue of the
current fiscal period. All other revenue items are considered o be available only when cash is received by
the District,

The fiduciary fund statement is aiseo reported using the economic resources measurement focus and the
accruzl basis of accounting.

The Schoot District reports the following major governmentat funds:

General Fund — The General Fund is the School District's primary operating fund. [t accounts for all
financial resources of the District, except those required 1o be accounted for in ancther fund.

Additionally, the government reports the foliowing fund types:

Special Revenue Funds — Special Revenue Funds are used to account for the proceeds of specific revenue
sources that are restricted to expenditures for specified purposes. Special Revenue Funds maintained by the
District are the Athletics Fund and the Food Services Fund.

Debt Funds — Debt Funds are used io record fax, interest, and other revenue for payment of principal and
other expenditures and the disbursements therecf on a particular bond issue. The District maintains the
2005 Debt Fund, the 1999 Debt Fund and the Durant Debt Fund.



Centrevitie Public Schools
Notes to Financial Statements

Note 1 - Summary of Significant Accounting Policies {Continued}
Measurement Focus, Basis of Accounting, and Financial Statement Presentation {Continuead)

Fiduciary Funds — Fiduciary Funds are used to account for asseis held by the District in a trustee capacity
or as an agent. Fiduciary Fund net assets and results of operations are not included in the district-wide
statements. Agency Funds are custodial in nature (assets equal liabilities) and do not involve measurements
of resuits of operations. The District presently maintains a Student Activities Fund to record the transactions
of student and parent groups for school-retated purposes.

Assets, Liabilities, and Net Assets or Equity

Deposits and Investments — Cash and cash eguivalents include cash on hand, demand deposits, and
certificates of deposit.

The District reports its investments in accordance with GASB Statement No. 31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools. Under these standards, certain
invesiments are valued at fair value as determined by quoted market prices, or by estimated fair values when
quoted market prices are not available. The standards also provide that certain investments are valued at
cost (or amortized cost) when they are of a shori-term duration, the rate of return is fixed, and the District
intends to hold the investment until maturity. Accordingly, investments in bankers' acceptances and
commercial paper are recorded at amortized cost.

State statutes authorize the District to invest in bonds, and other direct and certain indirect obligations of the
U.S. Treasury; ceriificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank,
savings and loan association, or credit union, which is a member of the Federal Deposit Insurance
Corporation, Federal Savings and Lean Insurance Corporation, or National Credit Union Administration,
respectively, in commercial paper rated at the time of purchase within the three highest classifications
established by not less than two standard rating services and which matures not more than 270 days after
the date of purchase. The District is also authorized to invest in U.S. Government or federal agency
obligation repurchase agreements, bankers' acceptances of U.S. banks, and mutual funds composed of
investments as outlined above.

Propeity Taxes

Property taxes levied by the District are collected by various municipalities and pericdically remitied to the
Bistrict. The taxes are levied and become a lien as of December 1 and are due upon receipt of the billing by
the taxpayer and become a lien on the first day of the levy year. The actual due date is February 14, after
which time the bills become delinguent and penalties and interest may be assessed by the coliecting entity.

For the year ended June 30, 2008, the District levied the feflowing amounis per $1,000 of assessed
valuation:

Genera!l Fund - Non-homestead 18.000 mitis
Debt Funds — Homestead and Non-homestead 45 mills

10



Cepntreviite Public Schools
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)
Assets, Liabilities, and Net Assets or Equity (Continued}

Receivables and Payables — [n general, outstanding balances between funds are reported as "due to/from
other funds.” Acflivities between funds that are representative of lending/borrowing arrangements
outstanding at the end of the fiscal vear are referred to as "advances toffrom other funds.”

Property tax and other trade receivables are shown net of an aliowance for uncoliectible amounts. The
District has determined the uncollectible amounts are immaterial and no provision has been recorded.

The State of Michigan utilizes a foundation allowance approach, which provides for a specific annual amount
of revenue per student based on a State-wide formula. The foundation allowance is funded from a
combination of State and local sources. Revenues from State sources are primarily governed by the School
Aid Act and the School Code of Michigan. The State portion of the foundation is provided from the State's
School Aid Fund and is recegnized as revenue in accordance with State law and accounting principles
generaily accepted in the United States of America.

The District also receives revenue from the State to administer certain categorical education programs.
State rules require that revenue earmarked for these programs be used for its specific purpose. Cerffain
categoricat funds require an accounting to the State of the expenditures incurred. For categorical funds
meeting this requirement, funds received. which are not expended by the close of the fiscal year, are
recorded as deferred revenue. Other categerical funding is recognized when the appropriation is received.

Inventories and Prepaid Ifems — [nventories are valued at cost on a first-in, first-out basis. inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased. United
States Department of Agricuifure Commodities inventory received by the Food Service Fund is recorded as
inventory and deferred revenue until used. Certain paymenis to vendors reflect costs applicable to future
fiscai years and are recorded as prepaid items in both district-wide and fund financia! statements.

Capital Assets - Capital assets, which include land, buildings, equipment, and vehicles, are reported in the
applicable governmental activities column in the district-wide financial statements. Capital assets are
defined by the government as assets with an initial individual cost of $5,000 or greater and an estimated
useful life in excess of five vears. Such assets are recorded at historical cost or estimaied historical cost if
purchased or consiructed. Donated capital assets are recorded at estimated fair market value at the date of
donation. Costs of normal repair and maintenance that do not add to the value or materially exiend asset
lives are not capitalized. The School District does not have infrastructure-type assets.

Buildings, equipment, and vehicles are depreciated using the sfraight-line method over the following useful

lives:
Land improvements 156 - 20 ysars
Buildings and improvements 20 - 50 years
Buses and other vehicles 7 - 10 years
Furniture and equipment 5- 20 years

Compensated Absences - The liability for compensated absences reported in the district-wide statements
consists of unpaid, accumulated annual and sick ieave balances. The liability has been calculated using the
vesting method, in which leave amounts for both employees who are currently eligible to receive termination
paymenis and cther employees who are expected o become eligible in the future o receive such payments
upen termination are included.

11



Cenfreville Public Schools
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (Continued)

Long-Term Obligations — In the district-wide financial statements, long-term debt and other long-term
obligations are reported as liabilities in the Statement of Net Agsets. Bond premiums and discounts, as well
as issuance costs, are deferred and amortized over the life of the bonds using the effective interest method.

Bonds payable are reported net of the appiicable bond premium or discount. Bond issuance costs are
reporied as deferred charges and amortized over the term of the related debt.

in the fund financial statements, governmental fund-types recognize bond premiums and discounts, as well
as bond issuance costs, during the current period.

Premiums received on debt issuances are reporied as other financing sources while discounts are reported
as other financing uses. Issuance costs are reporied as debt service expenditures,

Fund Equity — In the fund finarncial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by ouiside parties for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change.

When both resiricted and unrestricted resources are available for use, it is the government’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Use of Estimates — The process of preparing financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates and assumptions regarding
certain types of assets, liabilities, revenues, and expenditures. Such estimates primarily relate to unsetfled
fransactions and events as of the date of the financial statements. Accordingly, upon settlement, actual
resulis may differ from estimated amounts.

Note 2 — Stewardship, Compliance, and Accountability

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United States
of America. Annual appropriations lapse at fiscal year-end.

The Bistrict follows these procedures in estabiishing the budgetary data reflected in the financial statements:
1. The Superintendent submits to the School Board a proposed operating budget for the fiscal year
commencing on July 1. The operating budget includes proposed expenditures and the means of
financing them. The level of control for the budgets is at the functional level as set forth and presented

as required supplementary information.

2. Public hearings are conducted to obtain taxpayer comments.

12



Centreville Public Schools
Notes to Financial Statements

Note 2 — Stewardship, Compliance, and Accountability {Continued)

3. Prior to July 1, the budget is legally adopted by School Board resoiution pursuant to the Uniform
Budgeting and Accounting Act (P.A. 821 of 1978). The Act requires that the budget be amended prior to
the end of the fiscal vear when necessary to adjust appropriations if it appears that revenues and other
financing sources will be less than anticipated or so that expenditures will not be in excess of eriginal
estimates. Expenditures shail not be made or incurred, unless authorized in the budget, in excess of the
amount appropriated. Violations for the General Fund, if any, are noted in the required supplementary
information section.

4. The Superintendent is authorized to transfer budgeted amounts between major expendifure functions
within any fund; however, these transfers and any revisions that alter the total expenditures of any fund
must be approved by the Schoot Board.

5. Formal budgetary integration is employed as a management control device during the year for the
General and Special Revenue Funds.

8. The budget was amended during the year with supplemental appropriations, the last one approved prior
fo June 30, 2008. The District does not consider these amendments fo be significant.
Note 3 — Deposits and Investments

At year-end, the Schoo! District's deposits and investments (see Note 1 for description) were reported in the
basic financial statements in the folliowing categories:

Governmental Fiduciary Total Primary
Activities Funhds Government
Cash and investments $1.581.088 $112,239 $1.693.327

The breakdown between deposits and investments for the Schoot District is as foliows:
Beposits {checking and savings accounts, ceriificates of deposit) $1,693.327
Investment and Deposit Risk

interest Rate Risk — State law limits the allowable investments and the maturities of some of the allowable
investments. The School's investment policy does not have specific Iimils in excess of State law on
investment maturities as a means of managing its exposure to fair value losses arising from increasing
interest rates.

Credit Risk — State law limits investments to specific government securities, cettificates of deposits and
bank accounts with qualified financial instifutions, commercial paper with specific maximum maturities and
ratings when purchased, bankers’ acceptances of specific financial institutions, qualified mutual funds and
qualified external investment pocls. The School's investment policy does not have specific imits in excess of
State law on investment credit risk. The District's investment in the bank school cash investment fund was
rated A-1 by Standard & Poor's, F-1 by Fitch Ratings and P-1 by Moody's investor's Service.

13



Centreville Public Schocls
Notes to Financial Statements

Note 3 - Deposits and Investments {(Continued)
Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of a bank faiiure, the
School's depoesits may not be returned. The School has not adopted and State law does not require a policy
for deposit custodial credit risk. As of year-end, $1,790,201 of the School's bank balance of $1,8%0,201 was
exposed to custodial credit risk because it was upinsured and uncollateralized.

Note 4 —~ Capital Assets

Capital asset activity of the School District's governmental activities was as follows:

Beginning Disposals and Year-End
Balance Additions Adjustments Balance
Capital assets being depreciated: _
Land improvements $ 478469 $ - 9 - $ 478,469
Buildings and improvements 11,894,208 - 25,000 11,868,208
Buses and other vehicles 495 696 63,450 55,201 509,945
Furniture and equipment 2.187 866 - - 2,187,866
Subtotal 15.156,239 £9.450 80,201 15,145,488
Accumuiated depreciation:
Land improvements 209,544 25,206 - 234,750
Buildings and improvements 3,555,018 222159 2,500 37748677
Buses and cther vehicles 384,858 30,540 55,201 360,197
Furniture and equipment 1,388,963 150,256 - 1,540,219
Subiotal 5.535.383 428,161 57,701 5,008 843
Net capital assets being depreciated 9.616.856 (358.711) 22 500 9.235645
Net capital assets $.9.616,856 $(358.711) $_..22.500 $_9.235645

Depreciation for the fiscal yvear ended June 30, 2008 amounted to $428,1681. The District determined that it was
impractical to allocate depreciation to various government activities as the assets serve multipie functions.

Note 5 — Receivables

Receivables at June 30, 2008, consist of the following:

Cther governmental units {primarily Michigan Department of Education) $1,358,634
Other receivables 38.754
$1,397,388

14



Cenfreville Public Schools
Notes fo Financial Statements

Mote 6 — Interfund Receivables, Payables, and Transfers

Amounts appearing as interfund recetvables and payables arise when a fund pays for a geood or service on

behaif of another fund. The composition of interfund balances at year-end is as follows:

Due To/From Other Funds:

Receivabie Fund Payable Fund Amount
Scheo! Lunch Fund General Fund $ 26,213
Athletic Fund General Fund 33,217
1299 Debt Fund General Fund 259857
2005 Debt Fund General Fund 29241

$114.628

interfund Transfers:.

During the current fiscal year, the General Fund fransferred $191,316 to the Athietics Fund o help subsidize

the athletic activities for the year ended June 30, 2008,

Note 7 — Note Payable

Buring the year, the District issued a State Aid anticipation note dated September 11, 2007 maturing August

20, 2008 in the amount of $850,000 with an interest rate of 3.59%.

Balance Balance
June 30, 2007 Additions Payments June 30, 2008
$.850.000 $.950.000 $.950.000 $.950.,000

The District has subsegtiently borrowed $950,000 at 2.88% for the 2008-2009 school year.

Note 8 —~ Long-Term Debt

The School District issues bonds, notes, and other contraciual commitments to provide for the acquisition
and construction of major capital facilities and the acquisition of certain equipment. General obligation bonds
are direct obiigations and pledge the full faith and credit of the School District.  Other iong-term obligations

include compensated absences.

Loeng-term obligation activity can be summarized as follows:

Amounts Due

Beginning Ending Within One
Balance Additions Reductions _Balance Year
Governmental Activities:

General Obligation Bonds $7.245,000 3 - $325,000 $6,920,000 $ 300,000
Burant debt : 70,809 - - 70,808 -
tUnamortized bond premium 107,868 - 6,347 101,551 6,347

Unamoriized deferred amount
on bond refunding (258,113} - {15,183) (242,830) (15,183}
Compensated absences 101,645 - 13,268 88.377 -

Total governmental

activities $7.267,238 $ - $.328,432 $6.837.807 $.291.164
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Centreville Public Schoois
Notes to Financial Statements
Note 8 - Long-Term Debt {Continued)
Annual debt service requirements to maturity on the above governmental obligations are as follows:

Governmental Activities

Principal interest Total

2009 $ 306674 $ 299,745 $ 605,420
2010 351,100 305,730 656,830
2041 332,324 278,945 611,269
2012 347 873 262,346 610,018
2013 363.038 244,981 608,018
2014-2018 2,010,000 853,690 2,863,690
2018-2023 2,330,000 506,440 2,836,440
2024-2025 950.000 62,582 1,012,582

Total $6.950,809 $2.914.460 $9,905 269

General obligation bonds and loans consist of:

$8,385,000 1989 refunding bonds due in annual instaliments of
$260,000 to $275,000 through May 1, 2009; interest at 5.0% $ 275,000

$6,720,000 2005 refunding bonds due in annual instaliments of
$25,000 to $475,000 through May 1, 2025; interest at 3.25% o 5.0% 6,645,000

$118,822 Durant Non-Plaintiff serial bonds due in
annual installments of $68,674 to $41,100 through

May 15, 2013, interest at 4.70% 70,809
Total bonded debt $6,980,8089

Durant Non-Plaintiff Bond — Included in Governmental Activities General Obligation Bonds is the Durant
Non-Plaintiff Bond. Annual total payments {(principal and interest) of $6.674 o $41,100 associated with this
bond are funded by the State of Michigan via specifically appropriated Staie Aid and will not require any
District debt levy or utilization of any other District financial resources.

The District has defeased certain general obligation bonds by placing the proceeds of new bonds in an
irrevocable trust to provide for all future payments on the old bonds. Accordingly, the trust assets and the
liabllity for the defeased bonds are not included in the District’s financial statements. At June 30, 2008,
$6,645,000 of bonds cutstanding are considered defeased.

Note 9 - Federal and State Grants
The District has received federal and state grants for specific purposes that are subject to review and audit

by the grantor agencies. Although such audits could generate expenditure disallowance under terms of the
granis, management believes that any required reimbursements would not be material.
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Centreville Public Schools
Notes to Financial Statementis

Note 10 — Risk Management

The School District is exposed to varicus risks of loss related to propeity loss, torts, errors and omissions,
and employee injuries {(workers' compensation), as well as medical benefits provided ic employees. The
Schoot District has purchased commercial insurance for medical claims and for claims reiating to workers'
compensation, genera! fiability, and property/casualty claims. Seifled claims relating o the commercial
insurance did not exceed the amount of insurance coverage in any of the past three fiscal yegars.

The District maintains a self-insured medical, dental and vision insurance plan covering eligible employees
and their eligible dependents. The District maintains this insurance plan for the professional teaching staff on
a September year-end basis. For all other eligible employees, this plan has a June 30 year-end. Self
insurance is in effect for losses up to $25,000 per participant per year. Losses greater than $25,000 per
participant, and those in excess of the aggregate stoploss of $618,944, excluding prescription costs, are
insured by a private insurance company. Employees coniribute a monthly amount up to 390 foward the
medical, deptal and vision coverage depending upon the level of deductible and co-payment chosen. The
claims liability at June 30, 2008 is based on the seftiement value of claims reported and the estimated value
of claims incurred but not yet reported. The District has estimated potential claims for the period July 1
through Sepiember 30, 2008 based on average monthly claims for the rest of the fiscal year.

The following is a reconciliation of the claims Habiiity for the year ended June 30, 2008:

Claims liability, beginning of year $ 212,620
Estimated claims incurred 847.020
Payments made (902,777}
Claims liability, end of year $_156.8683

The District's cost for stop-loss premiums was $168,522.

The District has estabiished a reserve with the insurance provider for $115,076.

Note 11 - Defined Benefit Pension Plan and Post-employment Benefits

Pian Descripticn — The School Disfrict participates in the Michigan Public School Employees’ Retirement
System (MPSERS), a statewide, cost-sharing, multiple-employer defined benefit pension plan administered
by the nine member board of the MPSERS. The MPSERS provides retirement benefits and postretirement
benefits for health, dental and vision. The MPSERS was established by Public Act 136 of 1945 and operates
under the provisions of Public Act 300 of 1980, as amended. The Michigan Public School Employees’
Retirement System issues a publicly avaitable financial report that includes financial statements and reguired
suppiementary information for the sysiem. That report may be obtained by writing to Michigan Public School
Employees Retirement System, P.O. Box 30028, Lansing, M1 48809 or by calling {517} 322-6000.

Funding Policy — Member Investment Plan (MIP) members eprolled in MIP prior to January 1, 1990
contribuie a permanently fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from
January 1, 1887, the effective daie of the MIP, until January 1, 1990 when it was reduced to 3.9%. Members
first hired January 1, 1980 or later and refurning members who did not work between January 1, 1987
through December 31, 1989 contribute at the following graduated permanently fixed contribution rates: 3% of
the first $5,000; 3.6% of $5,001 through $15,00C; and 4.30% of all wages over $15,000.
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Centrevilie Public Schools
Notes to Financial Statements

Note 11 — Defined Benefit Pension Plan and Post-employiment Benefits {Continued)

Funding Policy {Continued) — Basic Plan members make no confributions. For & limited period ending
December 31, 1992, an active Basic Plan member could enroll in the MIP by paying the contributions that
would have been made had enroliment occurred initially on January 1, 1987 or on the date of hire, plus
interest. MIP contributions at the rate of 3.9% of gross wages begin at enrollment. Market rate interest is
posted to member accounts on July 1* on all MIP monies on deposit for 12 months. If a member leaves
MPSERS service and no pension is payable, the member's accumulated contributions plus interest, if any,
are refundable.

The District is required fo contribute the full actuarial funding contribution amount to fund pension benefits,
plus an additicnal amount to fund refiree health care benefit amounts on a cash dishursement basis. The
pension benefit rate totals 17.74 percent for the period from July 1, 2007 through September 30, 2007 and
16.72% from October 1, 2007 through June 30, 2608. The contribution requirements of plan members and
the District are established and may be amended by the MPSERS Board of Trustees. The Schoo! District's
contributions to the MPSERS plan for the years ended June 30, 2008, 2007, and 2006 were approximately
$798,000, $779,000 and $730,000, respectively.

The District is not responsible for the payment of retirement benefits which is the responsibility of the State of
Michigan.

Post-Empioyment Benefits — Under the MPSERS Act, all retirees participating in the MPSERS pension
plan have the oplion of continuing health, dental, and vision coverages. Retirees having these coverages
contribute an amount equivalent to the monthly cost for Part B Medicare and 10 percent of the monthly
premium amount for the heaith, dental, and vision coverages. Reguired contributions for post-employment
health care benefits are included as part of the District's fotal contribution to the MPSERS plan discussed
above.
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Revenues:
Local sources
State sources
Federal sources
Interdistrict and other sources

Total revenues

Expenditures:
Instruction:
Elementary instruction
Junior High instruction
Senior High instruction
Preschool
Special education
Compensatory education
Career and technical education
Adult educationfenrichment
Total instruction
Support Services:
Curriculum
Guidance
Social work/health
Crossing guards
Library
Mandated testing
Board of Education
Central office administration
Buiiding administraters
Technology
Business office
Other business services
Security
Operations and mainienance
Transportation
Total support services
Community Services;
Custedy and child care

Debt Service:

Tetal expenditures

Revenues Over {Under) Expenditures

Centreville Public Schools
Budgetary Comparison Schedule - General Fund

Year Ended June 30, 2008

Budgeted Amounts
Original Final Actual

$ 800,784 % 808,112 s 799.019
6,689,808 6,690,589 6,694 401
154,000 164 627 140,817
415,000 432,000 454 611
8,059,682 8,095,328 8,088,848
1,827,290 1,884,415 1.888,967
562,565 588,407 583,191
1,329,535 1,292,135 1,275,134
37.000 37,434 40,210
431,371 486,791 489 864
388 580 401,368 408,621
301,185 322,481 309,585
85 858 32,816 85,554
4,963,384 5,103,847 5,059,126
100,000 97,315 108,719
108,768 98,759 100,761
140,000 147 189 141,816
3,600 3,726 3,243
111,000 113,286 107 444
2,000 2,000 78
52,830 50,275 56,080
212,000 217,121 213,852
491,600 470,088 485 484
170,000 161,165 171.978
178,000 187,680 175,108
60,000 100,525 72,687
7,000 8,550 8534
736,000 757,200 751,732
430,625 437,975 428 559
2,796,223 2,852 865 2,805,855
22,000 48 558 50,259
62,000 42 000 41,748
7,843 607 8,047 270 7,957,026
216,075 48,068 131,822
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Centraville Public Schools
Budgetary Comparison Schedule - General Fund {Continued)
Year Ended June 30, 2008

Budgeted Amounts

Original Final Actual
Other Financing Sources {(Uses):
Operating transfers out 3 (191,586) § {(175000) & {191,316}
Total other financing sources (uses) {191,586) {175,000} {191,316)
Net Changes in Fund Balances 24,489 (126,942} (59,484)
Fund Balances - Beginning of Year 1,225 599 1,225,599 1,225,599
Fund Balances - End of Year $ 1,250,088 $ 1,088657 $ 1,166,105
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Report on Internal Control Over Financial Reporting
and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance
With Government Auditing Standards

Board of Education
Centreville Public Schools
Centreville, Michigan

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of Centreville Public Schools as of and for the year ended
June 30, 2008, which collectively comprise the District's basic financial statements and have
issued our report thereon dated October 28, 2008. We conducted our audit in accordance with
auditing standards generally accepied in the United States of Amenca and the standards
applicable io financial audits contained in Governmental Auditing Standards issued by the
Comptroller General of the United States.

internal Control over Financial Reporting

In planning and performing our audit, we considered Cenireville Public Schools’ internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the District's internal control over financial reperting.  Accordingly,
we do not express an opinion on the effectiveness of the District's internal control over financial
reporting.

QOur consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in internal control
over financial reporting that might be significant deficiencies or material weaknesses.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
resulis in more than a remote likelihood that a material misstatement of the financial statements
witl not be prevented or detected by the entity’s internal control,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statemenis are
free of maierial misstatement, we performed iests of ifs compliance with certain provisions of
jaws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

WrLLiS & JURASEK, P.C.
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Board of Education
Centreville Public Schoots
Centreville, Michigan
Page 2

We noted certain matters that we reported to management of the Disirict in a separate letier dated October 29,
2008.

Centreville Public Schools’ responses to the findings identified in our audit are described in the accempanying
schedule of findings and responses. We did not audit the Districfs response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the Board of Education, management, others within the
entity and pass-through entities and is not intended to be and should not be used by anyone ofher than these
specified parties.

U o +funaasbc rC
Willis & Jurasek, P.C.
Certified Public Accountants

QOctober 28, 2008
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Board of Education
Centreville Public Schools
Centreville, Michigan

Schedule of Findings and Responses
Finding 2008-1

Currently, the business department prepares the interim internal financial statements that allows for management
and oversight of the District, but the District relies on assistance from us in preparing the year-end financial
statements and fooinotes, The annual financial statements for the year ended June 30, 2008, required no audit
adjustments. Effective for the vear ended June 30, 2007, Statement on Auditing Standards #112 titled
Communicating Internal Control Refated Matters [dentified in an Audit (issued May 2006}, requires us fo
communicate in writing when a client requires assistance to prepare the year-end financial statements and footnotes
required in the annual audit report in accordance with accounting principles generally accepted in the United States
of America. We do not recommend any changes to this situation at this time and communicate this as required by
professional standards. We believe this meets the definition of a material weakness as defined in Statement on
Auditing Standards #112.

Client Response
We are aware of this deficiency and believe it is not cost beneficial in our situation to develop this expertise. We will

continue to use our external auditors for this technical assistance. We would expect this situation o be ongoing in
future years.

WILLIS & JURASEK, P.C.
2313 Soring Arbor Road i
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Ociober 29, 2008

To the Board of Education
Centrevilie Public Schools

We have audited the financial statements of Centrevilie Public Schools for the year ended June 30, 2G08.
and have issued our report thereon dated Cclober 29, 2008. Professional standards require that we
provide you with the following information related to our audit.

Qur Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement proposal, our responsibility, as described by professional standards, is to
plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial staterments
are free of material misstatement and are fairly presented in accordance with accounting principles
generally accepted in the United States of America. Because an audit is designed to provide reasonable,
but not absoiute assurance, and because we did not perform a detaited examination of alt transactions,
there is a risk that material errors, fraud, or illegal acts may exist and not be detected by us.

As part of our audit, we considered the internal control of the District. Such considerations were solely for
the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstaterment, we performed tesis of the District's compliance with certain provisions of laws, regulaticns,
contracts, and grants. However, the objective of our tests was not to provide an opinion on compliance
with such provisions.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in
our discussions throughout the year.

Significant Accounting Pelicies

Management is responsibie for the seiection and use of appropriate accounting policies. The significant
accounting policies used by Centreville Public Schoois are described in Noie 1 to the financiaf
statements. No new accounting policies were adopted and the application of existing policies was not
changed during 2008. We noted no transactions entered inio by the governmental unit during the year for
which there is a lack of authoritative guidance or consensus. There are no significant transactions that
have been recognized in the financial stalements in a different period than when the transaction occurred.

WILFJS & JLRASEK, P.C. Phoete Namibees: (3173 THS-8600)
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Suil‘. w200 . _ E-hail willisge willixpe com
Jackson M 203-36%0 W Sie wawwn s e



Board of Education
Centreville Public Schocls
Page 2

Acceunting Estimates
Accounting estimates are an integraf part of the financial statements prepared by management and are

based oh management's knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibitity that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financial statements was:

» Estimates have been used in calculating the iiabiiity for employee compensated absences. The
estimated liability is approximately $88,000.

Audit Adjustinents

For purposes of this letier, professional standards define an audit adjustment as a proposed correction of
the financial statements that, in our judgment, may not have been detected except through our auditing
precedures. An audii adjustment may or may not indicate matters that could have a significant effect on
the District's financial reporting process {that is, cause fufure financial statements to be materially
misstated). In our judgment, none of the adjustments we proposed, whether recorded or unrecorded by
the District, either individuaily or in the aggregate, indicate matters that could have a significant effect on
the District's financial reporting process. Management has approved all adjustments.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resotved to our satisfaction, concerning a financial accounting, reporting, or auditing matter
that could be significant to the financial statements or the auditor's report. We are pleased to report that
no such disagreements arcse during the course of our audit.

Consuitations with Other independent Accountants

In some cases, management may decide to consuit with other accountants about auditing and accounting
matters, similar to obtaining a "second opinion” on certain situations. If a consultation invelves application
of an accounting principle to the governmental unit’s financial statements or a determination of the type of
auditor's opinion that may be expressed on those statements, our professicnal standards reguire the
consuiting accountant to check with us o determine that the consultant has ali the relevant facts. To our
knowledge, there were no such consuliations with other accountants.

issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the District's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.



Board of Education
Cenireville Public Schools
Page 3

Difficulties Encountered in Performing the Audit

We encountered no significant difficuities in dealing with management in performing cur audit.

This information is intended soleiy for the use of the Board of Education and management of the District
and is not intended to be and should not be used by anyone other than these specified parties.

Sincerely,

Withs & (]aﬁa&aé AL

Willis & Jurasek, F.C.



